Quality System Implementation By Selected Local Vendors In The Malaysian Automotive Industry by Patpanavan @ Pathmanathan, Shamini
  
 
UNIVERSITI PUTRA MALAYSIA 
 
 
 
 
 
QUALITY SYSTEM IMPLEMENTATION BY SELECTED LOCAL 
VENDORS IN THE MALAYSIAN AUTOMOTIVE INDUSTRY 
 
 
 
 
 
SHAMINI A/P PATPANAVAN @ PATHMANATHAN 
 
 
 
 
 
FK 2008 18 
 
QUALITY SYSTEM IMPLEMENTATION BY SELECTED LOCAL 
VENDORS IN THE MALAYSIAN AUTOMOTIVE INDUSTRY 
 
 
 
 
 
 
 
 
By 
 
SHAMINI A/P PATPANAVAN @ PATHMANATHAN 
 
 
 
 
 
 
 
 
 
 
Thesis Submitted to the School of Graduate Studies, Universiti Putra Malaysia, 
in Fulfilment of the Requirements for the Degree of Master of Science 
 
April 2008 
 
 ii 
Abstract of thesis presented to the Senate of Universiti Putra Malaysia in fulfilment 
of the requirement for the degree of Master of Science 
 
 
QUALITY SYSTEM IMPLEMENTATION BY SELECTED LOCAL 
VENDORS IN THE MALAYSIAN AUTOMOTIVE INDUSTRY 
 
 
By 
 
 
SHAMINI A/P PATPANAVAN @ PATHMANATHAN 
April 2008 
 
Chairman : Associate Professor Md. Yusof Ismail, PhD 
Faculty : Engineering 
 
Looking at the number of complaints on local cars by public has triggered the 
possibility of whether suppliers to car manufacturers could be the reason of 
numerous quality defects on local cars. As quality of product is also determined by 
the correct quality practice in an organization, the effectiveness of quality systems 
implementation, ISO 9000, QS 9000 or TS 16949, among local vendors becomes a 
factor in determining the quality of local cars. It is therefore, a need to address this 
issue emerges as Malaysia needs to compete aggressively in the automotive market 
to gain more sales, recognition and respect. The root of the quality problems has to 
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be identified and either treated or eliminated. The study has only one objective, that 
is, to study the performance of vendors implementing quality systems.  
 
The research is a case study on selected local automotive vendors. Eight vendors and 
four car manufacturers were selected for the purpose of analysis. The study consists 
of both quantitative and qualitative methods. Questionnaires were sent via e-mail or 
hand to participants and are followed by a personal interview or via telephone 
conversation once the questionnaire is completed. Additional questions were asked 
during personal interview to gain more insight on relevant matters. The results were 
analyzed using the SPSS Software. 
 
The analysis showed that the performance of local cars depends on three parties; the 
suppliers who  manufacture the car components, certification bodies who certify the 
suppliers and car manufacturers who assemble the cars. The main important issue in 
assuring quality in an organization is found not due to quality system but the 
management’s commitment to the quality system. Organizations that were studied on 
practice quality system but the quality practices were not fully implemented. 
Employers and employees alike do not understand the importance of quality in both 
work practice and produced parts. Other factors contributing to low quality 
production of cars includes car manufacturers’ leniency towards vendors, low 
technical know how and technology, attitude, lack of choice in selecting vendors and 
lack of testing facilities. There is slight difference in quality system implementation 
between companies that do not perform well and companies that perform well. This 
is because an organization’s performance depends on many other factors too; new 
part development, man power turnover and lack of technical expertise. There is 
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difference in supplier expectations between local and foreign car manufacturers. It 
was also found that effective quality system implementation goes hand in hand with 
the quality of product produced.  
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Jika dilihat dari segi bilangan aduan yang diterima daripada orang awam terhadap 
kereta buatan tempatan, satu persoalan wujud sama ada pembekal kepada pengilang 
kereta merupakan sebab kemerosotan kualiti kereta tempatan. Memandangkan kualiti 
sesuatu produk ditentukan oleh cara kualiti dipraktis dalam sesuatu organisasi, maka 
keberkesanan implementasi sistem kualiti ISO 9000, QS 9000 atau ISO/TS 16949 di 
kalangan para pembekal merupakan suatu faktor dalam menentukan mutu kereta 
tempatan. Oleh sebab itu, kepentingan untuk mendedahkan isu ini timbul 
memandangkan Malaysia perlu bersaing sengit dalam pasaran automotif untuk 
memperoleh lebih banyak jualan dan pengiktirafan. Punca masalah perlu dikenalpasti 
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dan seterusnya dilupuskan. Kajian ini mempunyai hanya satu objektif iaitu mengkaji 
persembahan para pembekal yang mempraktik sistem kualiti.  
 
Penyelidikan ini merupakan satu kajian kes terhadap para pembekal tempatan yang 
terpilih. Untuk tujuan analisis, seramai lapan pembekal dan empat pengilang kereta 
telah dipilih. Kedua-dua kaedah kuantitatif dan kualitatif digunakan dalam kajian ini. 
Borang kajiselidik dihantar melalui e-mel atau diberi secara peribidi kepada peserta 
dan ini diikuti dengan temuramah secara peribadi atau melalui telefon sesudah 
peserta melengkapkan boring kajiselidik. Soalan-soalan tambahan ditanyakan kepada 
para peserta dalam perbincangan ketika bertemu untuk memperoleh maklumat secara 
lebih mendalam untuk perkara yang berkaitan. Keputusan dianalisis dengan 
menggunakan perisian SPSS. 
 
Keputusan analisis menunjukkan bahawa persembahan kereta tempatan bergantung 
kepada tiga pihak; pembekal yang membuat komponen-komponen kereta, badan 
akreditasi dan pengilang kereta. Faktor utama dalam menjamin kualiti produk di 
dalam sesebuah organisasi didapati bergantung kepada komitmen daripada pengurus 
organisasi. Organisasi yang dikaji mengamalkan sistem kualiti tetapi tidak 
dipraktikkan dengan sepenuhnya. Faktor lain yang menyumbang kepada penghasilan 
kereta yang berkualiti rendah termasuk pengilang kereta yang tidak tegas terhadap 
pembekal, penggunaan teknologi yang rendah, sikap, kekurangan pilihan dalam 
memilih pembekal dan kekurangan kemudahan menguji produk. Terdapat sedikit 
perbezaan dari segi pelaksanaan sistem kualiti antara syarikat yang tidak 
menunjukkan persembahan yang baik dan syarikat yang menunjukkan persembahan 
yang tidak baik. Ini kerana, tahap persembahan sesuatu organisasi bergantung kepada 
 vii 
faktor-faktor lain seperti pelancaran komponen baru, kadar pusing sumber tenaga 
manusia dan kekurangan tenaga mahir teknikal. Terdapat perbezaan dari segi 
harapan diantara pengilang kereta tempatan dan luar negara terhadap pembekal. 
Selain itu, keputusan analisis juga menunjukkan bahawa keberkesanan implementasi 
sistem kualiti bergantung secara langsung dengan kualiti produk yang dihasilkan.  
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CHAPTER 1 
INTRODUCTION 
 
1.1 General 
Malaysia is a fast developing third world country. It has grown from an agricultural 
to an industrialized nation. The Malaysian industry could be divided into three main 
sectors; manufacturing, buildings and designs and service. Manufacturing was the 
second fastest growing sector after services in year 2005 (Malaysian Industrial 
Development Authority, 2005). Manufacturing includes food products, textile, 
tobacco, petroleum and rubber products, iron and steel, electrical and electronics, 
transport equipment and many more (Malaysian Industrial Development Authority, 
2005). 
 
The transport industry comprises of three sub-sectors; automotive, aerospace and 
marine transport (Malaysian Industrial Development Authority, 2005). According to 
the Malaysian Industrial Development Authority (MIDA) Report 2005, the 
automotive sector is the largest sector in the transport equipment industry. An 
excerpt from the report says that the automotive sector includes the manufacture/ 
assembles of motor vehicles, including motorized two-wheelers, reconditioning/ 
reassembling/ rebuilding/ conversion of motor vehicles and the manufacture of 
components and parts, including coach and vehicle bodies. Only organizations that 
are involved in car manufacturing are investigated in this study. 
 
The transport equipment industry (automotive, aerospace and marine transport) has 
contributed significantly to Malaysia’s industrial development. Its contributions 
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include investments in parts and components manufacturing, new assembly plants, 
creation of support industries (distribution, logistics, financing, insurance and car 
dealership) and in technology development. (Business Times, The New Straits Times 
Press, 2006). 
 
The birth of Malaysia’s first national car project, Perusahaan Otomobil Nasional 
(Proton) in 1984 was the brainchild of Malaysia’s fourth Prime Minister, Tun Dr. 
Mahathir Muhammad who is also currently [2007] its advisor. Eight years later in 
1992, Malaysia’s second national car, Perusahaan Otomobil Kedua Sdn. Bhd. 
(Perodua) was established.  
 
Proton to date has produced, Proton Saga, Iswara, Wira, Satria, Tiara, Perdana, Waja, 
Juara, Gen-2, Savvy and Satria Neo while Perodua has manufactured Kancil, Kelisa, 
Kembara, Rusa, MyVi and ViVa. Naza Automotive Manufacturing Sdn. Bhd. 
(NAM) has so far assembled Spectra, Ria, Citra and Sorento. On the other hand, 
foreign car manufacturers like Honda, Toyota, Ford, Mazda, Volvo, Mercedes Benz, 
Nissan, Hyundai and BMW also assemble their cars in Malaysia (Malaysian 
Automotive Association (MAA), December 2006). 
 
For Malaysian car manufacturers to compete in the global market, the quality of car 
make should be of high standard. Quality is essential to gain customers’ confidence 
in the local product. Previously, during the initial stages of establishment of the car 
manufacturing industry in Malaysia, car components, parts and accessories were 
directly imported from Japan and Europe and assembled in Malaysia. To develop the 
local automotive industry, the government has encouraged localization. It is stated in 
a report by the Assistant Director, Automotive Unit of Industries Division, Ministry 
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of International Trade and Industry in 2001 that to develop the local automotive 
industry and to encourage vehicles to be assembled locally, the government has 
adopted a few policies. The policies include requiring a certain percentage of a 
vehicle to have parts and components that are manufactured locally, imposing import 
taxes and putting a tariff system on Complete Built Unit (CBU) imports. (Siti, 2001). 
 
According to the Malaysian Industrial Development Authority (MIDA) Report 2005, 
60%-90% of components in local cars are manufactured by local vendors. Malaysia’s 
aim towards localization is good as it can lower the cost price of cars and customers 
are able to purchase them at more affordable prices. However, there are doubts 
emerging from localization. According to Datuk Sharir Abdul Samad, the Member of 
Parliament for Johor Baharu, localization is said to be making Proton not 
competitive. Cars are becoming more expensive due to high local content and quality 
of cars is not up to the standard (Berita Wilayah, October 2005). 
 
Today’s customers are becoming more discerning in their purchase decisions. It is 
often dictated by factors such as reliability, prices and good after sales service, 
quality, resale or depreciation values, overall performance, engine capacity and 
styling (The Star, 17 May 2006). Therefore, any setbacks in quality of the vehicle 
would have an impact on the customer’s choice of vehicle purchase.  
 
To produce high quality product, the sub-components that go into it should be of 
high quality too. In Malaysia, small and medium enterprises are the main suppliers to 
large automotive manufacturers. Therefore, to assure quality products from a large 
manufacturing system, assurance must be made at the suppliers’ (Ahmed and 
